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EXECUTIVE SUMMARY 
COLUMBUS ELECTRIC COOPERATIVE, INC. 

DOCKET NO. E-185lA-13-0252 

Margaret (Toby) Little’s testimony makes recommendations regarding the Arizona 
Corporation Commission (“Commission” or “ACC’’) Utilities Division Staffs (“Staff”) position 
in the case of Columbus Electric Cooperative, Inc.’s (“Columbus” or “Cooperative”) application 
for a general rate increase. After reviewing Columbus’ Cost of Service Study (“COSS”), Staff 
has the following conclusions and recommendations: 

CONCLUSIONS 

Based on Staffs evaluation and analysis of Columbus’ COSS results, Staff concludes 
that: 

1. Columbus has used its COSS model for the bundled rate filing appropriately. The 
model used by Columbus is consistent with what is generally accepted in the industry. 

2. The results of the application of COSS model are reasonable. 

RECOMMENDATIONS 

1. Based on the aforementioned conclusions, Staff recommends that the Commission accept 
Columbus’ COSS for use in this case. 

2. Staff further recommends that Columbus use the same model for COSS in future rate 
cases. 
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INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Please state your name and business address. 

My name is Margaret (Toby) Little. My business address is 1200 West Washington 

Street, Phoenix, Arizona 85007. 

By whom and in what capacity are you employed? 

I am employed by the Arizona Corporation Commission (“Commission”) as a Utilities 

Consultant. 

Please describe your educational background. 

I received both my Bachelors and Masters Degrees in Electrical Engineering from New 

Mexico State University. I graduated with my Bachelors Degree in July 1972, and 

received my Masters Degree in January 1979. My Masters Program at New Mexico State 

University was in Electric Utility Management. I received my Professional Engineering 

(“P.E.”) License in the state of California in 1980. 

Please describe your pertinent work experience. 

I worked at the Commission fi-om September 2010 to February 2011 as a Utilities 

Consultant, was employed by the Commission fiom February 201 1 to February 2012 as an 

Electric Utilities Engineer, and have been a Utilities Consultant since February 2012. 

During this time I have performed engineering analyses for financing and rate cases, 

coordinated the Seventh Biennial Transmission Assessment, reviewed utilities’ load 

curtailment plans and summer preparedness plans, and conducted various other 

engineering analyses. From 1983 through 1987 I was the Supervisor of System Planning 

for Anchorage Municipal Light and Power, the second largest utiIity in Alaska. There, I 

had overall responsibility for distribution, transmission and resource planning for the 
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utility and supervised six electrical engineers. From 1979 through 1982 and 1987 through 

1988 I worked for R.W. Beck and Associates, a nationally recognized engineering firm. 

There, I performed many types of engineering analyses involving resource and 

transmission planning and worked on the engineer’s reports for the financing of a major 

generation facility in northern California. Prior to that, I worked in the System Planning 

Sections of San Diego Gas and Electric Company and Hawaiian Electric Company where 

I had responsibility for short and long range distribution planning. 

Q. 

A. 

Q* 
A. 

As part of your assigned duties at the Commission did you perform an analysis of the 

application that is the subject of this proceeding? 

Yes, I did. 

Is your testimony herein based on that analysis? 

Yes, it is. 

PURPOSE OF TESTIMONY 

Q. 
A. 

What is the purpose of your prefiled testimony? 

The purpose of my testimony is to discuss Staffs engineering evaluation of Columbus 

Electric Cooperative, Inc.’s (“Columbus” or “Cooperative”) Cost of Service Study 

(“COSS”) for the bundled rate case, and present the results of this review. Staff analysis 

was performed by Mr. Prem Bahl. 
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UTILITY OVERVIEW 

Q. 

A. 

Please provide a Brief Overview of Columbus Electric. 

Columbus Electric’s service area is located in southwestern New Mexico and includes a 

small portion of southeastern Arizona. Headquartered in Deming, New Mexico, the 

service area covers approximately 7,000 square miles and serves portions of Luna, Grant 

and Hidalgo counties in New Mexico, and Cochise County in Arizona. 

CEC’s electric system includes over 130 miles of transmission line, 2,098 miles of 

energized overhead distribution line and 82 miles of underground distribution. The 

portion of the system within Arizona is comprised of approximately 110 miles of 

14.4/24.9 kV distribution line of which the majority is single phase overhead construction. 

There are no CEC substations or transmission lines located within Arizona. 

At year-end 2012, CEC had an average of 5,259 customers, with 4,840 (92%) located in 

New Mexico and 419 (8%) located in Arizona. The number of active accounts in Arizona 

decreased from 462 to 419 during the four year period from 2008 to 2012. Of the 

101,612,619 kWh sold in 2012,6,690 kWh (6.6%) was sold to Arizona consumers. Of the 

$13,403,460 in total revenue for 2012, $854,079 (6.4%) was derived from Arizona 

customers. 

CEC is a member of Tri-State Generating and Transmission Cooperative, Inc. (“Tri- 

State”) and purchases its full power and energy requirements from Tri-State pursuant to a 

Wholesale Electric Service Contract, generally described as an all-requirements contract. 

CEC is allowed to obtain up to five percent of its power requirements from sources other 

than Tri-State but does not generate its own power and energy. 
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COST OF SERVICE STUDY 

Q. 
A. 

Q. 
A. 

Q. 
A. 

What is the purpose of preparing a COSS? 

There are three steps to take in performing a COSS: 1) Functionalization, 2) 

Classification, and 3) Allocation. First, the COSS enables us to determine the system’s 

cost of service by classifying the utility’s revenue requirements (investments and 

expenses) by function, such as generation, transmission, distribution, or customers. 

Second, costs are then classified as customer-related, demand-related, or energy-related. 

Finally, the study breaks down costs by customer rate class to reflect, as closely as 

possible, the cost causation by respective customer rate class. The result of the COSS 

provides a benchmark for the revenues needed from each customer rate class. 

Is there a standard COSS model? 

There is no standard methodology for designing a COSS, but it is generally advisable to 

follow a range of alternatives to identify which allocations are more reasonable than 

others. For that reason, the COSS should be used as a general guide only and is only one 

of many considerations in designing rates. 

What process was used by Staff in reviewing the Columbus’ COSS? 

Columbus’ COSS was developed on a system-wide basis, with pertinent factors applicable 

to the Arizona portion of the system. First, I reviewed the model used by the Cooperative 

in developing various allocation factors in the bundled COSS. Second, I reviewed the 

Test Year rate base, revenues and expenses in the bundled rate case, as adjusted by the 

Cooperative, and matched them with the appropriate schedules contained in the 

application. Third, the changes in the revenue requirement made by Staff witness, Mary 

Rimback were incorporated into the COSS. 
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Q. 
A. 

Q. 
A. 

What did Staff determine from its review of the COSS? 

Columbus' COSS used appropriate procedures and methodology to functionalize, classify 

and allocate costs. The weighting factors Columbus used were reasonable. Columbus 

appropriately used the Average and Excess Method for allocating demand related costs. 

The COSS model appropriately calculated the components of the bundled case. Attached 

herewith as Exhibit 1 are the Cost of Service Study Schedules, showing Cost Allocation 

Summary - Staff Adjusted Rates (Schedule TL-G 1.0) and Summary of Components of 

Expenses (Schedule TL -G 4.0). 

Did the methods used by Columbus comply with industry standards? 

Columbus used procedures and methodology that are generally accepted standards 

throughout the utility industry for its COSS. Invested capital and operating expenses were 

allocated to the respective customer classes on the basis of demand, energy and other 

customer related factors. 

CONCLUSIONS AND RECOMMENDATIONS 

Q. Based upon your testimony, what are Staff's conclusions and recommendations 

regarding its evaluation of Columbus' COSS? 

Staffs conclusions and recommendations are as follows: A. 

CONCLUSIONS 

Based on Staffs evaluation and analysis of Columbus' COSS results, Staff concludes that: 

1. Columbus used its COSS model for the bundled rate filing appropriately. The 

model used by Columbus is consistent with what is generally accepted in the 

industry. 
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2. The results of the application of COSS model are reasonable. 

RECOMMENDATIONS 

1. Based on the aforementioned conclusions, Staff recommends that the 

Commission accept Columbus’ COSS for use in this case. 

2. Staff further recommends that Columbus utilize the same COSS model in 

future rate cases. 

Q- 
A. 

Does this conclude your direct testimony? 

Yes, it does. 
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My testimony in this proceeding addresses the issue of rate design for Columbus 
Electric Cooperative, Inc. 
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INTRODUCTION 

Q. 
A. 

Q. 
A. 

Q. 
A. 

Q* 
A. 

Please state your name, occupation, and business address. 

My name is Patrick Lowe. I am a Public Utilities Analyst I1 employed by the Arizona 

Corporation Commission (“Commission”) in the Utilities Division (“Staff ’). My business 

address is 1200 West Washington Street, Phoenix, Arizona 85007. 

Briefly describe your responsibilities as a Public Utilities Analyst. 

In my capacity as a Public Utilities Analyst, I review and analyze utility applications filed 

with the Commission, and prepare memoranda and proposed orders for Open Meetings. I 

also assist in the management of rate cases. 

Please describe your educational background and professional experience. 

In 2011, I graduated magna cum laude from Arizona State University, receiving a 

Bachelor of Science degree in Finance. My course of studies included classes in corporate 

finance, accounting, economics and supply chain management. 

What is the scope of your testimony in this case? 

In this Direct Testimony, I will address rate design with respect to electric sales of 

Columbus Electric Cooperative, Inc. (“Columbus” or “Company”). 

RATE DESIGN 

Q. Has Staff prepared a schedule showing the existing rates and Staff’s recommended 

rates? 

Yes. Schedule PML-1 shows existing rates and Staffs recommended rates, which are the 

same as those proposed by Columbus. Staff has also prepared Schedule PML-2, which 

shows the impact of the rate increase proposed by Columbus and Staff. 

A. 
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Q. 

A. 

Q. 
A. 

Are there any significant differences between the existing rate structure and the 

proposed rate structure? 

Yes. Columbus has included two additional rate schedules: Arizona Schedule IS 

Industrial Service and Arizona Schedule LP Large Power Service. These schedules are 

available to New Mexico customers and, as part of the effort to provide uniform rates and 

service for both jurisdictions, they have been included with this Application. Columbus is 

also recommending that the customer charge be increased for all customer classes and that 

time-of-use rates be sunset 90 days after new rates go in to effect. 

Does Staff concur with this proposal? 

Yes. Increasing customer charges and including the two additional rate schedules 

(Arizona Schedule IS Industrial Service and Arizona Schedule LP Large Power Service) is 

part of an effort to provide uniform rates and service for both jurisdictions in which 

Columbus services. 

Columbus currently has 21 residential and 2 irrigation time-of-use customers in Arizona. 

The Company has historically offered time-of-use pricing to provide members with an 

opportunity to save money by reducing use during times of peak demand. However, 

Columbus’ supplier, Tri-State, has introduced new rates that have no peak demand period. 

Thus, Columbus has no opportunity to achieve savings in its wholesale energy costs via 

time-of-use rates. Columbus’s time-of-use rates will sunset in New Mexico at the end of 

2013. Staff agrees that the Company’s time-of-use rates should be eliminated to preserve 

uniform rates and services in both jurisdictions. However, Staff believes that the time of 

use rates should sunset as soon as new rates go in to effect. The impact of this proposed 

revision to Columbus is de minimis and does not require an adjustment to Columbus’ 

revenue requirement. 
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Q. 

A. 

Q. 
A. 

Please describe Staffs proposed rate design and its effect on Columbus’ customer 

classes. 

The proposed rate design results in an approximately 2 percent increase for the Residential 

and Agricultural Service classes which is approximately the same as the overall increase 

in revenues (2.82 percent). The Small Commercial, Lighting Service, and Irrigation 

classes ended up with larger increases (4.05 percent, 6.64 percent, and 13.50 percent, 

respectively). The rate design results from a Columbus policy to keep Arizona and New 

Mexico rates the same. 

Does Columbus have any other proposed changes? 

Yes. The Company has proposed several language changes to its tariffs to add clarity for 

customers. The clarifications include sections on accessibility, limitations of the rate, and 

interruption of service. Staff has reviewed these clarifications and recommends that they 

be adopted. 

SUMMARY OF TESTIMONY AND RECOMMENDATIONS 

Q. 
A. 

Q. 
A. 

Please summarize your testimony. 

Staff recommends: 

0 adoption of the rates described in PML- 1 , 

0 that time-of-use rates sunset upon the effective date of the decision in this case, 

and 

the language changes proposed by Columbus to tariffs be adopted. 0 

Does this conclude your Direct Rate Design Testimony? 

Yes, it does. 



pm1-1 

ELECTRIC RATE COMPONENTS - REVENUES AT PRESENT & PROPOSED RATES 
TEST YEAR STAFF AND 

ENDED 12/3 1/11 COMPANY 
PRESENT PROPOSED 

CUSTOMER CLASS RATES RATES % INCREASE DOLLAR INCREASE 
RESIDENTIAL: 
Customer Charge 
Energy Charge 
FPPCA 
Total Revenue 

RESIDENTIAL TOU: 
Customer Charge 
Energy Charge On-Peak 
Energy Charge Off-peak 
FPPCA 
Total Revenue 

Residential Total Revenue 

IRRIGATION: 
Customer Charge 
Energy Charge 
FPPCA 
Total Revenue 

IRRIGATION TOU: 
Customer Charge 
Energy Charge On-Peak 
Energy Charge Off-peak 
FPPCA 
Total Revenue 

Irrigation Total Revenue 

AG SERVICE: 
Customer Charge 
Energy Charge 
FPPCA 
Total Revenue 

COMMERCIAL UNDER 50 KVA: 
Customer Charge 
Energy Charge 
FPPCA 
Total Revenue 

$12.35 
$0.0864 

$0.041468 
$34 1,372.94 

$15.60 
$0.0975 
$0.0600 

$0.041468 
$30,455.76 

$371,828.70 

$32.50 
$0.09200 

$0.033255 
$30,144.35 

$45.50 
$0.1030 
$0.0600 

$0.03 325 5 
$15,896.92 

$46,041.27 

$65.00 
$0.06950 
$0.03455 

$364,3 19.00 

$16.25 
$0.08220 
$0.04064 

$53,130.94 

$20.00 
$0.11 507 
$0.00000 

$379,047.00 

$379,047.00 1.94% 

$75.00 
$0.12200 
$0.00000 

$52,257.00 

$52,257.00 13.50% 

$1 10.00 
$0.10493 
$0.00000 

$372,155.44 2.15% 

$35.00 
$0.10821 
$0.00000 

$55,284.76 

$7,218.30 

$6,215.73 

$7,836.44 



COMMERCIAL UNDER 50 KVA TOU: 
Customer Charge 
Energy Charge On-Peak 
Energy Charge Off-peak 
FPPCA 
Total Revenue 

Commercial Total Revenue 

COMMERCIAL 50 - 350 KVA: 
Customer Charge 
Demand Charge 
Energy Charge 
Total Revenue 

COMMERCIAL OVER 350 KVA: 
Customer Charge 
Demand Charge 
Energy Charge 
Total Revenue 

LIGHTING SERVICE: 
100 Watt High Pressure Sodium 
175 Watt Mecury Vapor 
400 Watt High Pressure Sodium 
FPPCA 
Total Revenue 

$19.50 
$0.0922 
$0.0590 

$0.04064 
$0.00 

$53.1 30.94 

- 
$0.00 

$0.00 

$13.50 
$14.99 
$30.45 

$0.04137 
$2,438.00 

$55.284.76 4.05% 

$360.00 
$16.50 

$0.05254 
$0.00 0.00% 

$600.00 
$17.00 

$0.05592 
$0.00 0.00% 

$16.25 
$15.25 
$32.45 

$0.00000 
$2,600.00 6.64% 

$2,153.82 

$0.00 

$0.00 

$162.00 



RESIDE 
TYPICAL BILL ANALYSIS 

:NTIAL: 
KWH I PRESENT I PROPOSED I $ INCREASE I % INCREASE 

0 $12.35 $20.00 $7.65 6 1.94% 
100 $25.14 $31.51 $6.37 25.34% 
250 $44.32 $48.77 $4.45 10.04% 
500 $76.28 $77.54 $1.25 1.64% 
750 $108.25 $106.30 -$1.95 -1.80% 
1000 $140.22 $135.07 -$5.15 -3.67% 
1500 $204.15 $192.61 -$11.55 -5.66% 
2000 $268.09 $250.14 -$17.95 -6.69% 

PML-2 

IRRIGA 
KWH I PRESENT I PROPOSED } $ INCREASE I % INCREASE 
1000 $157.76 $197.00 $39.25 24.88% 
1500 $220.38 $258.00 $37.62 17.07% 
2000 $283.01 $319.00 $35.99 12.72% 
2500 $345.64 $380.00 $34.36 9.94% 
3000 $408.27 $441.00 $32.74 8.02% 
4000 $533.52 $563.00 $29.48 5.53% 
5000 $658.78 $685.00 $26.23 3.98% 

AG SERVICE: 

COMME 

~ 

KWH I  PRESENT^ PROPOSED I $ INCREASE I % INCREASE 
5000 $583.70 $634.65 $50.95 8.73% 
7500 $843.05 $896.98 $53.93 6.40% 
10000 $1,102.40 $1,159.30 $56.90 5.16% 
12500 $1,361.75 $1,421.63 $59.88 4.40% 
15000 $1,621.10 $1,683.95 $62.85 3.88% 
20000 $2,139.80 $2,208.60 $68.80 3.22% 
25000 $2.658.50 $2.733.25 $74.75 2.81% 

lClAL UNDER 50 KVA: 

KWH I PRESENT I PROPOSED I $ INCREASE I % INCREASI 
250 $46.96 $62.05 $15.09 32.14% 
500 $77.67 $89.1 1 $1 1.44 14.72% 
750 $108.38 $116.16 $7.78 7.18% 
1000 $139.09 $143.21 $4.12 2.96% 
1250 $169.80 $170.26 $0.46 0.27% 
1500 $200.5 1 $197.32 -$3.20 -1.59% 
2000 $261.93 $25 1.42 -$10.5 1 -4.01% 
3000 $384.77 $359.63 -$25.14 -6.53% 



TYPICAL BILL ANALYSIS 
COMMERCIAL 50 KVA-350 KVA: 

KW I LD FCTR I KWH I PRESENT I PROPOSED I $INCREASE (%INCREASE 
50 0.2 7300 $1,301.48 $1,568.54 $267.06 20.52% 
50 0.3 10950 $1,629.47 $1,760.3 1 $130.85 8.03% 
50 0.4 14600 $1,957.46 $1,952.08 -$5.37 -0.27% 
50 0.5 18250 $2,285.45 $2,143.86 -$141.59 -6.20% 
50 0.6 21900 $2,613.43 $2,335.63 -$277.81 -10.63% 

COMMERCIAL OVER 3 5 0  KVA: 
KW I LD FCTRI KWH I PRESENT I PROPOSED I $INCREASE I%INCREASE 

175 Watt Mercury Vapor 

400 Watt High Pressure Sodium 
100 Watt High Pressure Sodium 

400 0.2 58400 $9,797.16 $10,665.73 $868.57 8.87% 

400 0.3 87600 $1 2,172.99 $12,298.59 $125.6 1 1.03% 
400 0.25 73000 $10,985.07 $1 1,482.16 $497.09 4.53% 

400 0.4 116800 $14,548.82 $1 3,93 1.46 -$617.36 -4.24% 
400 0.5 146000 $16,924.64 $15,564.32 -$1,360.32 -8.04% 

$14.99 $15.25 $0.26 1.73% 
$15.12 $16.25 $1.13 7.47% 
$30.45 $32.45 $2.00 6.57% 

LIGHTING: 
I I PRESENT I PROPOSED I SINCREASE I%INCREASE~ 

PML-2 
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